Draft Final Audit Report of the
Audit Division on the

North Dakota Republican Party
(January 1, 2009 - December 31, 2010)

Why the Audit

Was Done

Federal law permits the
Commission to conduct
audits and field
investigations of any
politieal committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
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Future Actio
The Commission
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.
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Findings and Recommendations (p. 3)

e Misstatement of Financial Activity (Finding 1)
e Reporting of Debts and Obligations (Finding 2)

? Formerly known as the North Dakota State Republican Committee.
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Part 1 .
Background

Authority for Audit

‘This report is based on an audit of the North Dakota Republican Party (NDRP),
undertaken by the Audit Division of the Federal Election Conmmission (the Commissian)
in accordance with the Federal Election Campaign Act of 1971, as amended (the Act).
The Audit Division conducted the audit pursuant to 2 U.S.C. §43 8(b) which permits the
Commission to conduct audits and field investigations of any po 1 committee that is
required to file a report under 2 U.S.C. §434. Prior to conduc any“audit under this

subsection, the Commission must perform an internal reviey, v .- «.:*- filed by selected
committees to determine whether the repoits filed by a u- 1 o . 'nittee meet the
threshold requirements for substantial compliance w1h " 1PALC. §438(b).

Scape of Audit
Following Commission-approved procedures" <A it s%aluatcd varmgps risk
factors and as a result, this audit examined: )

1. the disclosure of individual contrf{* . - occupation - _&ame of employer;
2. the consistency between reported I* 2. an _bank-g.cn- »
3. the disclosure of disbursements, deb#} a::.!-u!{hsa 1ons; {
4, the disclosure of axpenses allocated bigveeggCat ... ... -: flon-federal accounts;
5. thedisclosure of i m( RERR RN texpendlt ’
6. the*eomplctenes SR S
7. other committgg u:.. tlon.t oessary to tigreview.

N L

R .

l-ﬁ-
4/ :
' 4
4



Part 11 |
Overview of Committee

Committee Organization

‘Important Dates
e Date of Registration April 17, 1972
e Audit Coverage : January 1, 2009 - December 31, 2010
Headquarters Bismarck, North Da’, »..
Bank Information v
¢ Bank Depositories Two .
e Bank Accounts" Nine chera};‘urN " .aderal
Ireasurer O .
¢ Treasurer When Audit Was Conducted R
e Treasurer During Period Covered by /1/09 - 7/12, ™3
Audit — presenty
Management Information
e Attended Commission Campaign “~ ' Yes )
Finance Seminar ~ - 2
e Who Handled Accounting and TV S V4
Recordkeeping Tasks _ \ /-': .9
Overview of Fidancial Activity
¢ . . (Audited ts)
Cash-on-hang Ttary l,m ) ! $ 2,151
ERE TR 1,322,913
ions from Pc*i~ « 1l Copgittees 41,050
175,358
eCoeD 10,325
Transfers frolf8on-fafferal Accounts 114,818
o Other Federal RSg R 61,906
Total Receipts $1,726,370
Disbursements
o Operating Expenditures 1,424,962
o Transfers to Affiliates 23,536
o Loan Kepayments Made 51,646
o Federal Election Activity 212,263
o Other Disbursements 5,075
Total Disbursements $1,717,482

Cash-on-hand @ December 31, 2010 $ 11,039



Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of NDRP's reported financial activity with its bank
records revealed a misstatement of the beginning cash-on-hand balance in 2009 and
receipts and disbursements in 2009 and 2010. For 2009, NDRP tated its beginning
cash-on-hand balarice by $13,345 and understated receipts ai..: Msbursements by $21,935
and $17,282, respectively. In 2010, NDRP understated req{ *.~'u .d disbursements by
$159,262 and $222,982, respectively. .o

-~ .
In addition, NDRP filed original reports for 2009 ag 2u 1:)\that were . ially
understated. Specifically, NDRP’s original re .x.- understated disburs .1 'bﬁ
$657,482 in 2009 and 2010. Amended reporté :* ! wrior te i* € notificatic1 ¢*Rhis audit
did not correct the misstated disbursement activit: \ 4
In response to the Interim Audit Rep8™ . ;ommendatic-:~. \DRP attempted to correct
the public record by flling amended d -, .-« reports. H."+. <. .the amendments only
materially corrected receipts for 2010, Rywv.p : . * 99 and i -~ irsements for 2009 and
2010 remain misstated. "

Regarding the undersggtt-

:. "..-: ..isbursemcsyf activity 5 NDRP’s original reports,
NDRP did not subp@@hc A

' com . »-1tS on the ter_i (For more detail, see p. 4.)
g 2eaRepoltiify Oriiigs’and Obligations
Audit fiek L TR P did not disclose debts and obligations for nine
vend.» <, otaling $233% & - 3D (Debts and Obligations) of its disclosure
repe:i- 1nresponse to ' Ii “erim 7\i-.:it Report recommendation, NDRP filed amended
reports to'¢: %.” -se these d&" - andﬁ:ligations. (For more detail, see p. 7.)
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Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of NDRP’s reported financial activity with its bank
records revealed a misstatement of the beginning cash-on-hand balance in 2009 and
receipts and disbursements in 2009 and 2010. For 2009, NDRP tated its beginning
cash-on-hand balance by $13,345 and understated receipts .;" :*.-burSements by $21,935
and $17,282, respectively. In 2010, NDRP understa . ~ ... <. disbursements by
$159,262 and $222,982, respectively. < .

In addition, NDRP filed original reports for 2009 I.\ﬁ()\that were I 1ally
understated. Specifically, NDRP’s original r(:-.»".- und ted disburseft:.:

$657,482 in 2009 and 2010. Amended report< i+ vi: = 'or ' *1.2 s notificatic-.. , gxs audit

did not correct the misstated disbursement activity 4N

A
In response to the Interim Audit Rep§* . ,ommendatu‘ <. \DRP attempted to correct
the public record by filing amended d.-v"o~ 22 -eports. Heag¥¢ . she amendments only
materially corrected receipts for 2010. R‘ 2a.m 09 anc-" -arsements for 2009 and

2010 remain misststed.

F.-_.
Regarding the undersia’. .: - .-~ disbursemeig activity &1' NDRP’s original reports,
NDRP did not sutzp; RHA coni:ts on the migiter.

Legal Standard -

e reporting period and for the election cycle;
ents for the reporting period and for the election

3 On average, NDRP filed four amended reports per reporting period. There were seven reporting periods
during 2010 in which NDRP filed six or more amendments for the reporting period.



Facts and Analysis
A. Misstatement of Financial Activity — 2009 and 2010

1. Facts
As part of this audit, the Audit staff reconciled NDRP’s reported financial activity
with its bank recards for 2009 and 2010. The following charts autline the
discrepancies between NDRP's disclosure reports and its bank reconds.
Succeeding paragraphs explain why the discrepancies occurred.

2009 Committee Activity

Reported Bank Records A Discrepancy

Begirining Cash-on-Hand $15,496 $2,151 ! $13,345
@ January 1. 2009 Ay Overstated
Receipis 3563,00/ :ms&, . ($21,93)5)
g Understated

Disbursements $497,890 172 - ($17,282)
" |- derstated

Ending Cash-on-Hand $80,613 zj, N Y 88,692
@ December 31, 2009 . Overstated

Al N
The overstatement of beginnin; ..~.. .: “and of 13, .> !i}ely resulted from
priur-period discrepancies.

. V4

The understatement in receipts result. . Fom e o 'fving.
. Transfers fr:. =, _ideral accousg not reposd* $ 94,500
@ported in e& (85,230)
O . g 12,811
o Unexplained Ci@hrcyim ' 4 (146)
Ne c_rs'l;llcm A $ 21,935

nts resulted from the following.

3 the bank, not reported $ 25,492
* K¢ S nents that did not clear bank accounts (8,629)
o  UnSghlai ifffre 419
CRka temgs tof Disbursements $ 17,282

The misstateng¥hts described above resulted in the overstatement of ending cash-
on-hand by $8,692.

* In July 2009, NDRP failed to disclose two transfers ($60,000 and $34,500) from its non-federal account
to its federal account.

5 These receipts consist of individual ($83,865) and PAC ($1,365) non-federal contributions that NDRP
deposited into a non-federal account but mistakenly included in its disclosure reports.



2010 Commiittee Activity

Reported Bank Records Discrepancy
Beginning Cash-on-Hand $80,613 $71,921 $8,692
@ January 1, 2010 , overstated
Receipts $982,166 $1,141,428 ($159,262)
understated
Disbursements $979,328 $1,202,310 ($222,982)
understated
Ending Cash-on-Hand $83,451 $11,039 N\ $72,412
@ December 31,2010 . AL overstated
The understatement in receipts resulted from the fiﬁ)wil ",
* Transfers from non-federal account, not r $ 20,318
* Republican National Committee transfegnoteported = °~ 79,400
* Non-federal political action commit .. . ontribuijons
reported in error ¢ { ,050)
* Bank interest received, not reported . "N 236
* Unexplained difference L 61,358
Net Understatement of Re $ 159,262
The understatement in disbursem .0 fom theynowmg
Media and operating disburse ts TR $ 244,047
reportt 20,475
T’ (37,151)
7,448
(7,936)
—(3,901)
$ 222,982

PR . Al - ¥ -
5. misstatemer: s Juscril~.

‘-dfve resulted in the overstatement of ending cash-

gt & Audit Division Recommendation
i disgtissed the misstatements for 2009 and 2010 with NDRP
iveigaring the exit conference and provided copies of relevant work
ifg the misstatements. The representatives asked questions and made
comments regarding the reconciling adjustments presented and stated that the
necessary amended reports would be filed in response to the Interim Audit Report.

The Interim Audit Report recommended thrit NDRP amend its disclosare reports to
correct the misstatements noted above and reconcile the cash-on-hand balance on
its most recent report to identify any subsequent discrepancies that may have

% These disbursements consist of media ($109,722), operating ($124,511) and merchant fee ($9,814)
payments that cleared the bank account but were not reported by NDRP in its disclosure reports.
7 NDRP mistakenly included these inter-acceumt transfers in its disclosure reports as operating
expenditures.



affected the recommended adjustments. Further, NDRP was to adjust the cash-on-
hand balance as necessary on its most recent report, noting that the adjustment was
the result of prior-period audit adjustments.

3. Committee Response to Interim Audit Report
In response to the Interim Audit Report recommendation, NDRP filed amended
disclosure reparts for 2009 and 2010. However, these amenriments did not
materially correct the receipt or disbursément misstatemenrts. To assist NDRP with
correcting the public record, the Audit staff thoroughly discussed the adjustments
needed to materially correct the reports for both years. NDRP filed a second set of
amended reports. However, these reports only materially cgrrected receipts for

2010. Receipts for 2009 and disbursements for 2009 an: emain misstated.
As sucli, NDRP has not fully complied with the Intex udit Report
recommendaticm. N

.'

B. Misstatement of Fimnncial Activity - Increas mty

1. Facts ( ’ A\ 2
In addition to examining NDRP’s mostr. .:.: ! “2poii~ . ed priortotl » ° dit
notification, the Audit staff compared NDR:"s .x: vl réports filed ﬁth bank
records and discovered a $657 82 understaten i disbursements over the two-
year period (2009 and 20 10) ~io.. inthech »: :>ve, the latest amendments
filed prior to this audit also mcl Wit nderstater vy ®0 Grursements

<M1l a2in ZU' l Therefore, the latest

" .o nt w, 2aof the understated

disborsement acg riod.
2. Interim Anfliiiianart & iudnt Divisi IR)ecommendatlon
The Audit staff diggasseg ...t of disbursements on its original

repori- iiive v iih NG g dunng the exit conference and provided
W i L pers deta1 ing the disbursements not reported. The
f=-csentatives Hgno spo¢ 1. « pmments at the time.

A
Tl...L: jerim Audit R
mfoxﬁ or writtgs

3. Committee Ridnnd

this matter in {ts response to the Interim Audit Report recommendation.

| Finding 2. Reporting of Debts and Obligations

Summary
Audit fieldwork indicated that NDRP did not disclose debts and obligations for nine

vendors totaling $235,563 on Schedule D (Debts and Obligations) of its disclosure

® This figure includes the $17,282 and $222,982 understatement of disbursements from 2009 and 2010,
respectively, discussed in Section A (Misstatement of Financial Activity — 2009 and 2010).



reports. In response to the Interim Audit Report recommendation, NDRP filed amended
reports to disclose these debts and obligations.

Legal Standard

A. Continuous Reporting Required. A political committee must disclose the amount
and nature of outetanding debts and obligations until tirose debts are extinguished.

2 U.S.C. §434(b)(8) and 11 CFR §§104.3(d) and 104.11(a).

B. Separate Schedules. A political committee must file separate schedules for debts
owed by and to the committee with a statement explaining the circumstances and
conditions under which each debt and obligation was incurred or extinguished.

11 CFR §104.11(a). N
A
C. Itemizing Debts and Obligations. :
¢ Once it has been outstanding 60 days from the dd - incu. =\, .. debt of $500 or
tess must be nzparted on the next regularly s 1N reporl .
e A debt exneeding $500 must be disclosedgft the report thet co* . - “i..: date on
which the debt was incwred. 11 CFI{ TS (( )R N B 4
Y 4
Facts and Analysis & »
r
A. Facts
During audit fieldwork, the Audit staf; s.: ‘vl o ‘1isburseme; rds and disclosure

11 Do, \ JRP orted no debt durmg the

reports for proper reporting of debts and
A€ v 8 o 3735563 owed to nine

audit periotl; however, the re v1ew identifi

vendors that NRDP s chedule V Based on the records, these
vendors provided mgs and direct mail services. Most of tho
1denuf1ed debts ained outstanding during the reporting

iscussed the reporting of debts and obligations

»: ed a schedule detailing the transactions that

g 2csenfatives asked general questions about the disclosure
efitically, when and haw debts and obligatiens are disclosed.

itemizing debts an3 - lidflltions and subssquently forwarded copies of Schedule D and its
instructions to NDREg® i

The Interim Audit Report recommended that NDRP amend its reports to disclose debts
and obligations of $235,563 on Schedule D.

9 Each debt in this amount was counted once even if it required disclosure over multiple periods. In order
for NDRP to file amended reports correctly, the Audit staff provided schedules that included the amount
of each debt required to be reported for each reporting period.



C. Committee Response to the Interim Audit Report
In response to the Interim Audit Report recommendation, NDRP filed amended reports
that correctly disclosed the debts and obligations.
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